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TAGS: ENRG, EFIN, IR 

SUBJECT: IRANIAN LNG PROJECT 

REEERENCE: TEHRAN 0242 

1. DEPTOFES MET WITH COLUMBIA LNG CORP. OFEICIALS 
ORLOESKY AND TOWLE TO DISCUSS COLUMBIA'S MEETINGS WITH 
NATIONAL IRANIAN GAS COMPANY DELEGATION. THREE MAN 
IRANIAN TEAM HEADED BY NIGC DIRECTOR MOSSADEGHI, 
CONCLUDED MEETINGS ON JANUARY 13. 

2. ORLOFSKY INDICATED TWO SIDES HAD MADE MUCH PROGRESS IN 
WORKING TOWARD AGREEMENT ON GAS SALES CONTRACT. 
DIFEERENCES ON NEARLY ALL ISSUES, INCLUDING PRICE, HAD 
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BREN VIRTUALLY ELIMINATED. ORLOESKY SAID HE WAS 
"SURPRISED" BY APPARENT EAGERNESS OF MOSSADEGHI TO 
CONCLUDE AGREEMENT AS SOON AS POSSIBLE. STATE OF PLAY 
NOW CALLS FOR COLUMBIA TO SECURE APPROVAL OF DRAFT 

CONTRACT FROM ITS BOARD WHILE NIGC DOES SAME WITH 
ITS IRANIAN PRINCIPALS. THIS MIGHT OCCUR BY LATE 
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JANUARY OR MID FEBRUARY. 

3. ON MATTER OF PRICE, ORLOESKY SAID TWO SIDES HAD 
ARRANGED "EIXED PRICE " OE "ABOUT" $2.10 MMBTU/EOB WHICH 
WOULD REMAIN UNCHANGED THROUGH 1982. IN ARRIVING AT THIS 
PRICE, IRANIANS HAD PRESSED EOR "COST-JUSTIEIED" RATE OF 
RETURN WHICH THEY SET AT 18 PERCENT ON PRE-TAX BASIS, 

USING DISCOUNTED CASH FLOW OVER LIEE OE CONTRACT (22-23 
YEARS). AETER 1982, FOB PRICE WOULD ESCALATE USING 
EORMULA TIED, ON 50/50 BASIS, TO CHANGES IN NO. 2 FUEL 

OIL PRICES IN NEW YORK HARBOR AND IRANIAN CRUDE OIL 
PRICES. WELLHEAD PRICE, ACCORDING TO ORLOFSKY, AMOUNTED 
TO $0.35/MMBTU. 

4. ORLOESKY ESTIMATED CURRENT PROJECT COSTS AT $700 MIL- 
LION. OF THIS AMOUNT, THE NORWEGIANS WILL PROVIDE 90 
PERCENT OF PROJECT FINANCING WHILE THE IRANIANS INTEND 

TO CONTRIBUTE THE REMAINDER. ORLOESKY APPEARED CONFIDENT 
THAT PROJECT EINANCING WOULD POSE NO PROBLEM. 

PROCESSING CAPACITY OP MOSS-ROSENBERG TWO-TRAIN FLOATING 
LIQUEFACTION FACILITY SET AT ABOUT 325 MILLION CP/DAY. 

PLANT WOULD EMPLOY AIR PRODUCTS (ALLENTOWN, PA) CRYOGENIC 
EQUIPMENT. 

5. COLUMBIA INITIALLY CONSIDERING SIX 125,000 CUBIC 
METER CRYOGENIC VESSELS TO MOVE LNG TO US. COMPANY HAS 
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SUBMITTED WORLDWIDE REQUEST EOR PROPOSALS AND HAS 
RECEIVED ABOUT SIX SERIOUS REPLIES. COMPANY INTENDS TO 
MAKE OWN SHIPPING/CHARTERING ARRANGEMENTS ALTHOUGH IT 
ACCEPTED IRANIAN DESIRE TO HAVE "RIGHT OP REFUSAL" TO OWN 
TWO OF THE VESSELS. COLUMBIA HAS HELD PRELIMINARY 
DISCUSSIONS WITH MARAD REGARDING SHIP EINANCING. 

6. COLUMBIA OPPICIALS GAVE NO PRECISE INDICATION AS TO 
THEIR PLANS EOR SEEKING CERTIFICATION WITH FERC. DEPT 
OPFS DISCUSSED RECENT PAC INDONESIA RULING AND POSSIBLE 
IMPLICATIONS IT MIGHT HAVE IN COLUMBIA'S CASE. 

ORLOFSKY AND TOWLE ACKNOWLEDGED THAT TWO MAJOR STUMBLING 
BLOCKS IN OBTAINING EVENTUAL USG APPROVAL WOULD BE (A) 

LNG PRICE ESCALATOR MECHANISM WHICH IS TIED TO OPEC 
CRUDE PRICES AND (B) COLUMBIA INSISTANCEON ROLLED-IN 
PRICING WHICH COLUMBIA OPFICIALS SAID WOULD BE 
CHEAPER THAN ALASKAN GAS. CHRISTOPHER 
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